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To Our
Shareholders

We have always operated our company based upon a few simple beliefs:
create resorts of memorable character, treat our employees well and
provide superior service for our guests.

At the height of this competition billions of dollars were invested. Our
company, as well as our competitors, created exciting new resorts and
opened new markets. As the stakes were raised and re-raised, our formula
continued to prove true, and we were able to create enduring investments
for our sharcholders by producing industry-leading results.

In my role as Chairman of your company, it is my responsibility in this
report to share with you the highlights of our business. This year, these
highlights pale in comparison to the display of united purpose by your
company’s employees to keep our business healthy and make our guests
feel welcome.

= Chairrpar and Chief 55 acutive Gificer

In turn, we have enjoyed customer loyalty unmatched in our industry,
which has translated into enhanced profitability and confidence in the
eyes of our shareholders and lending institutions.

These relationships — with guests, employees and Wall Street — allow
your company to seek out new opportunities, support them with an
approptiate level of investment and strive to raise the bar and create
new levels of service and excitement.

These belicfs have proven true in a time of intense competition and
unprecedented growth. I've often heard the expression "tried and true,”
but Pm not sure I came to a full appreciation of its significance until
this year.

No one could have imagined what happened on September 11. At a
time of unprecedented slowdowns in business, your company rebounded
faster and stronger than virtually every other company in our industry.
This was a direct result of our ability to react in times of uncertainty.

September 11 marked a moment in history when we learned anew of the
importance of leadership and teamwork and the meaning of heroism.
We lcarned that heroism can come from the simple act of doing your job
well under extraordinary circumstances. We learned that leaders come from
every walk of life, ethnicity, gender and race. And we learned that teamwork
is far more than a mechanism for getting a job done. It is an inspirational
vehicle for carrying people through difficult and challenging times.
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> Our superstar entertainment and attractions continued to lead the way
M:L:m:v\;i&m in terms of attendance and revenues. During 2001, we mmm:mm
a historic, lifetime contract with "Magicians of the Century” Siegfried & Roy.
We also expanded our support of Siegfried & Roy’s conservation and education
efforts with the re-dedication of the Siegfried & Roy Secret Garden and
Dolphin Habitat.

> MGM MIRAGE was awarded an Internet Gaming license from the Isle of
Man, a Britsh protectorate. While we will move forward with great care, we
believe this new dimension of the development of the gaming industry holds
great promise;

> Our properties introduced several new exciting features:
> The Mirage commenced a $32 million luxurious room redesign on 2,767

guest rooms and debuted the 90,000-square-foot Mirage Events Center,
already a substantial success among convention and meeting planners;

New York—New York saw the opening of the nation’s seventh ESPN Zone, a
sports dining and entertainment complex, and the premiere of the bar and
dance saloon, Coyote Ugly, named after the popular movie;

> The Golden Nugget unveiled newly renovated guest rooms in this historic

hotel’s North Tower, redecorated its 29,000 square feet of meeting space and

opened a new Starbucks;

Treasure Island opened Kahunaville, 2 new South Seas-themed restaurant
and bar that features award-winning bartenders;
At the MGM Grand, we saw the debut of "La Femme," an artistic triumph

>

that brings Paris’ treasured Crazy Horse production to America for the first
time for a permanent engagement. Two magnificent restaurants were developed
-- NOBHILL, a collaboration with San Francisco’s acclaimed chef Michael

Mina -- and Pearl, a modern Chinese restaurant with Western flair designed
by the internationally-renowned Tony Chi;

> At Bellagio, we opened Nectar, a restaurant and bar along with Light, a

sophisticated and trendy new nightclub and lounge that attracts an
elegant and exciting late-night crowd;
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by management to enhance revenues and reduce costs. Strategies imple-

mented last fall are working. Revenues are rising and earnings are

Financial
Overview

improving as the recovery of our business is firmly underway. And that
is why, as we go to print with your annual report for 2001, your man-
agement is optimistic about the health of your company and its potential
for further growth.

Entering the recession, there was common concern that the gaming

industry would be adversely affected, however, this did not happen. The
major players, including your company, increased carnings in the first :
half of 2001 versus a 17% earnings decline in the S&P 500.

We ushered in 2001 full of confidence and promise having just compler-
ed the most rewarding year in your company’s history. As the new year
progressed, earnings continued to grow rapidly as the combination of

“We continue to deploy strategies aimed at maximizing free cash flow and shareholder value.” > > > »

er and Treasurer >

i S - m

MGM Grand and Mirage Resorts yielded ever-greater benefits. We con-

MGM MIRAGE
tinued to energize your properties with added attractions and improved EBITDA ™
. . . . . . {$ Millions)
marketing, while significant cost savings further improved operating
results. We tackled every challenge we faced — a slowing economy, then - 54,
a recession; global weakness particularly in Asia; supply issues in Las L 2000
Vegas; integration of a large acquisition — and yer quarter after quarter, T o
for over three years, your company fulfilled its promise to Wall Streetas
earnings expanded. After strong first half carnings, we were on track to I R R RN B S
$0 $200 $400 $600 $800 $1,000 $1,200

report a great third quarter, further evidence of your company’s !

resilience. Then came mﬂvmmavmn 11, 2001. Your company tackled this (1) EBITDA consists of operating income plus depreciation and amortization, one-time charges

(which consist of preopening and other, restructuring costs and write-downs and impairments)

unprecedented challenge in the same manner as we have faced other
challenges. We persevered through the unified and tireless cfforts of our

thousands of employees and were guided by many important decisions

and corporate expense. EBITDA should not be construed as an alternative to operating income,
as an indicator of the Company's operating performance, or as an alternative to cash flows gen-
erated by operating, investing or financing activities as an indicator of cash flows, or a measure
of liquidity, or as any other measure of performance determined in accordance with generally
accepted accounting principles.
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More limited capital requirements over the next few years should lead to rising The ownership of casinos is by nature very asser intensive. With limited new

free or excess cash flow which would be available to reduce debt, repurchase jurisdiction opportunities, new capital will focus on more established markets
shares or invest for growth. The gaming industry as a whole enjoyed rising such as Atlantic City and Las Vegas where decisions will be based on careful
returns on investment in 2001 due to this favorable relationship between good return on capital analysis and plenty of statistical information.

demand trends and limited new supply. We expect this important trend will

continue this year and next.

MGM MIRAGE cL Y B A

Debt Reduction * MGM MIRAGE is best positioned in the Las Vegas marketplace. We are now
(& ttten) setring our development sights on Atlantic City, where your company owns the
YTD 2002 T eea - o B \ $1.075 most attractive real estate in this market. The company's property now called
S -l Renaissance Pointe will be home to three new resorts. Borgata will debut next
2001 2. %@»@ summer and will set a new standard for resorts on the East Coast. The first new
2000 . Adantic Ciry property to open in 13 years, Borgata sits on a 27 acre site and will
| _ | _ ‘_ _ _ _ | _ | _ | 5&:.% 2,000 :wmﬂ__m m:mmn rooms, a world-class spa, dining, retail and compre-
$0.00 $200 $400 $600 $800  $1,000  $1,200 hensive convention facilities.

[ f2000 {1 2001 YTD 2002 Your company also plans to build its own resort on the premier center site of

Renaissance Pointe. These development plans are well underway. The third site
(1) Since the acquisition of Mirage Resorts, Incorporated on May 31, 2000.
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people has created an unbeatable franchise capable of generating sizable free cash flow.
We have used this free cash to reduce debt and repurchase shares ar attractive
prices. Your company’s debt declined by $422 million in 2001, and by an
impressive $126 million more already this year. The rating agency Standard and

Poors has recognized your company’s assets and potential by affirming it’s rating
of investment grade on our senjor indebtedness. We know that a strong balance
sheet is the best weapon to exploit opportunities. We will continue to reduce
debt, while we look for capital alternatives thart increase shareholder value the
most. Our goal is not to be the biggest company in our industry, but the best
as measured by asset quality, profitability and growth.

Many of the decisions we made last year should have positive profit implications
for the future as we re-engineered certain aspects of operations to improve mar-

gins. Your company’s profit margins, already the best of its peers, should further

improve as revenues are restored to pre-September 11th levels.

One challenge investors face today is the difficulty in assessing a company’s finan-

cial health or future prospects because of complex business models, confusing

AGE > S0z

accounting or inadequate disclosure of financial information. This may be one
reason why investors have gained a renewed appreciation for the gaming industry.
Casinos are as close to a cash business as any. Over 85% of most gaming compa-
nies revenues are cash based. Gaming is a heavily regulated industry. Revenues
are closely monitored by well-established gaming control boards that ensure rev-
enue is accurately reported, in part so that gaming taxes are correctly calculated.
In fact, regulatory oversight is meaningful in every gaming jurisdiction. Gaming
revenues are reported monthly and the gaming tax is remitted monthly, or in
some cases, daily. Quarterly financial statements are submitted. All significant

financing activity must be reviewed and approved by regularors. Regulators con-
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These declines were all ateributable primarily to reduced gaming volumes.

The volume decreases at MGM Grand Las Vegas are atuributable to the impact
of the September 11 attacks. The Primm Properties were faced with increased
competition from Native American casinos, as well as the impact of higher
gasoline and udlity costs in California, while volumes at MGM Grand Detroit
were impacted by a competitor’s opening of the third and final Detroit casino in
November 2000. The declines in Detroit were offset in part by improved volumes
in the fourth quarrer of 2001, as waffic delays caused by increased border security

caused a shift in volume away from a competitor casino in Windsor, Ontario.

Consolidated room revenues for 2001 were $846 million, an increase of $232
million, or 38%, over the prior year. Room revenues at the Mirage properties
totaled $568 million, an increase of $239 million over the seven-month result
from 2000. Room revenues at the MGM Grand properties declined by only 3%
despite the significant impacr on business following the September 11 actacks,
reflecting the strength of our hotel business prior to September 11. MGM Grand
Las Vegas benefited from having 3% more available rooms during 2001 versus
2000, as a room remodeling project had been ongoing in the prior year, and also

achieved a small increase in average daily room rate.

Consolidated food and beverage, entertainment, retail and other revenues were
$1.37 billion for 2001, an increase of $401 million, or 41%, over the results for
2000. The Mirage properties contributed a $407 million increase, as revenues
were $958 million for 2001 versus $551 million for the seven-month period in
2000. Food and beverage, entertainment, retail and other revenues ar the MGM
Grand properties declined by only 2% from the comparable 2000 levels, despite
the impact on business of the Seprember 11 artacks.

Income from unconsolidated affiliate of $37 million represents our 50% share of
the operating results of Monte Carlo for 2001. Our share of that entity’s results

was $22 million for the seven months following the Mirage acquisition in 2000.

Consolidated operating expenses (before preopening expenses, restructuring costs,
write-downs and impairments and corporate expense) were $3.27 billion for
2001, an increase of $866 million, or 36%, over the $2.40 billion reported in the
prior year. The Mirage properties generated an $885 million increasc in operating
expenses, with $2.04 billion of currene-period costs versus $1.15 billion in che
seven-month period in 2000, while operaring costs ar the MGM Grand proper-
ties decreased by $19 million, or 2%. As noted above, operating revenues at the
MGM Grand properties declined by 8% versus their results from 2000.
Additional charges related to reccivables, retail inventories and health accruals, as
described above, affected margins during 2001, as did increased energy costs and

intensified competitive conditions, particularly with respect to the Primm Properties.

Corporate expense increased significantly in the first half of 2001 as a result of the
Mirage acquisition, then decreased significandy in the second half of the year,
reflecting our progress in integrating corporate functions following the acquisition
and our focus on cost containment after September 11. For the year, corporate

expense was $38 million, an increase of 8% over the amount recorded in 2000.

Interest expense, net of amounts capitalized, was $349 million for 2001 versus
$273 million in the prior year. Total interest cost was $428 million in 2001 versus
$364 million in 2000. This increase reflected higher average debt levels attributable
to the financing of the Mirage acquisition, offset in part by savings associated
with interest rare swaps and a significant reduction in interest rates on borrowings
under our bank credit facilities. Interest capitalized declined from $91 million in
2000 to $79 million in 2001. In January 2001, we announced that our near-term
development focus would be on the Adantic City market. As a result, we suspended
the capitalization of interest on our Las Vegas Strip project until the development
process for that project is further advanced. This suspension of interest capitalization
more than offset the impact of a full year of interest capitalization on our Adantic

City development projects versus seven months of capitalization in the prior year.
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$125 million for its approximately five months of operation in 1999. Operating
margins were generally consistent berween the years with the exception of MGM
Grand Detroit, which showed strong improvement resulting from cost containment
measures and improved operating efficiencies achieved following commencement

of operations at this new facility.

During the year ended December 31, 2000, management implemented
comprehensive restructuring plans designed to reduce costs and improve
efficiencies within the Company. The implementation of these plans resulted in
a charge against carnings rotaling $24 million, primarily related to consolidation
of certain general and administrative functions at New York-New York and
MGM Grand Las Vegas, various contract terminations and staffing reductions,
the buyout of various leases and other related items. Approximately 195 people
were affected by the reductions, primarily at our operating properties (excluding
the Mirage properties) relating to duplicative functions within marketing,

entertainment, retail, informarion systems and human resources.

During June 2000, we recognized a charge against earnings of $102 million
related to certain projects previously under development which management has
determined not to pursue, the divesting of certain non-strategic assets and the

re-evaluation of certain other assets, all as a result of the Mirage acquisition.

Corporate expense increased to $35 million in 2000 versus $14 million in 1999.
This increase was primarily attriburable to the Mirage acquisition, reflecting higher
corporate operating expenses related to a larger corporate structure and higher
airplane costs due to the operation of two corporate airplanes compared to only

one in the prior year.

Interest income increased from $2 million in 1999 to $13 million in 2000.
This increase was largely the result of interest earned on cash temporarily

invested prior to its use in the Mirage acquisition, as well as a somewhat

higher level of invested cash balances associated with the significant increase in

the size of our operations.

Interest expense, net for 2000 was $273 million, versus $60 million in the prior
year. This increase was a function of substantial increases both in interest cost and
interest capitalized, each as a result of the Mirage acquisition. Interest cost was
$364 million in 2000 versus $76 million in 1999, as our total debt increased from
$1.31 billion at December 31, 1999 to $5.87 billion at December 31, 2000. This
increase reflects the debt issued and assumed in connection with the Mirage acqui-
sition. Interest capitalized increased to $91 million from the $16 million recorded
in the prior year. A substantial majority of the interest capitalized in 2000 relared
to development projects on the Las Vegas Strip and in the Marina area of Atlantic

City, on development sites acquired in the Mirage acquisition.

Extraordinary loss of $5 million in 2000, net of income tax benefit, reflects the
write-off of unamortized debr costs from our previous $1.25 billion revolving
credit facility and from the portien of the $1.3 billion term loan extinguished
during the year. Extraordinary loss of $1 million in 1999, net of income tax
benefit, reflects the write-off of unamortized debt costs from the New York-

New York bank facility, which was extinguished on March 31, 1999.

Cumulative effect of change in accounting principle of $8 million in 1999, net
of income tax benefit, reflects our adoption of Statement of Position 98-5, which

requires that costs assoctated with start-up acrivities be expensed as incurred.



1T

Yl Po1eIDOSSE SITIAIOE uonoNnsued-21d pue suonismbor puep 1230 pue 10113
puriry WO 4q pue| jo uonismboe oyp se8op seT puriny WO & weidord
AUDUIYSKGINJaT WI001 313 ulpnpul s110831 1o e stuawaaoiduw L11adoid [erousd
01 parepi samipuadxa fexded 000z Y 1, 3s251w pazijended Juipnpur ‘s1sford
yuswdopaasp Zurofuo qm parenosse soniande uononnsued-o1d pue yYeire
aresodion mou € jo uonisinboe oy Gona(q pueisy WO Suisnoy Surpping

a1 jo wonnsinboe a3 papnpour ose 100z 10§ sarmipuadxo [pideD qnpn) s1delg
ADU INO JO UOTIDNPONIUT 7007 24! F0) uonesedard wy sansadoid o jo jersass 1
1upurdimbo 1055 jo Guiperddn oy pue 123ua7) s1U3A AFenipy Y1 Jo vondjdwod sy
‘sonaadol ] W oY1 1e 191U JWOD[3M/UONIRIS SEF /21015 IIUITUIAUOD MIU E JO
UOTIDNIISUOD AU “YIOK MIN-JIOA MON PUE SEZOA SET PUBID) A 3T $IUWIDURYUD
WDWUIRLNUS pue Jueinelsa) adenjy oy 1t weidoid woawiysiqrngal woor Juioduo
au se yons “$110s21 100 e syusuaoidwr f1radoid [erousd popnpout soxmipuddxa
eades 190z YL A[eandadsal ‘ol G/ ¢4 puUE UOI[[IW 9EEe UOI[TW ZE$ dIam
sormipuadxa pendes mo ‘G661 PUt 00OT ‘1007 1€ Poquuiana( papud stead ayp Suingy

auowaddns smivadsord € Jo sueaw 4q apew aq AJuo [[1m JUSWRIRIS UONENISIZAI J[RYys
21 Iopun sanndas jo Suiragyo orqnd aminy Auy ‘sonunoss L1mba 10 1qap ainminy
JO 2ouENSST A1) 10§ [T ‘1€ J2quisda(] 1 Aeded Suturewoar ur voriw 0G/$ ey
JUDWINEIS UOENSIZAT JPYS ST SDUENSST 2591 01 1Iyga Butald 1015y SoNIIHe) Jo1UdS
mau o1 Jo yauoduwiod ueop wim voljiq ¢ 1§ 2y Aedar Ajenaed 01 pasn am pIym
Jo spaanord a1 ‘707 Alenue[ ul $310U PABUIPIOQNS JOIUIS JO UOI|jIW O0F$ pus
0007 12qu2idag ur $210U 101UIS JO UOI[[IL OGR$ Pansst OS[E 3, “uontsinboe aZenpy
o1 puty Ajjenied 01 9QOZ ABJN UL S310U PI1BUIPIOGNS J01USS JO UOI|[IW () /¢ Panss!
M\ "UOISSILIWOT) 2FURYOXY PUE SANLINDAG 93 AQ 2AN2)J9 paiepap sem sTuliapjo
ongnd ut awn 01 2w woiy sapumdas A4mba pue 1qap jJo uolfiq ¢/ 74 JO [e10 B
01 dn ansst 01 SN SMOJ[E YPIYM WUDUIANEIS UONEIISIFII JIYS IN0 ‘0007 ‘G ALy U

100 Suump predos sem dduefeq siy g R4
jo pu2 21 1e Gurpueisino paurewal uoljiw ¢9¢ pue AIjioey 3pa1d Mo 3P
uo piedss SEm UOI[TIUT ¢ [§ PUE UMOP UMEID Sem UOI[[IW 97¢ ‘0007 Suting

“soanewIfe 3unueuy Kylo yInornp 1o

[emauar s3t ydnonp Armaew vodn 1o 01 soud Anpioey stya wo aouejeq Sururewor
Aue MUCNCGMH 0l —u:Mu:m UB ANCON .N JU.—NE MO st *U_G&Uu CM@L MNF— UUQG—W& m:.—u

JO uoI[[iW /7 1¢$ [Euomppe uy ‘7ooz ‘¢ {udy uo sornewr yoiym Aipoey Suiajoass
uolf[IWw (08¢ UE 1opun FuIpurIsINe UOH[IW £O0Z$ SWpnpur ‘1oz ‘1§ IPquiasacy
1® So01[IdRy UOKIq g 7¢ Y2 Japun SurpurIsING UOI[Iq 91 7$ O] SIY . “SAMTjIOE]
yons Jo uauodurod uro| wizy uoK[Iq ¢ 1§ Y1 JO DdUL[eq UNI[[IW [9FE [euly oY
Juipnpur ‘sontpoey 101U3s 513 UO predar sem vOTIW GE/$ [EUONIPPE UE ‘[((T
Surm(q 1eaf 543 Jo pud a3 18 SUIPUEISINO PIUILUIAI UOI[[Iq [ '7$ PUE SIDI|IIE]
101025 mou Y3 uo predar sem UOI[Iq O¢ [§ PUE UMOP UMEID Stm UON[Iq [T'H$
0007 Suungy 'sonIivey 101US MU Y1 IDPUN SFUIMOTIOG BiA PIOURUYAI SEM JEY)
uotjiu go/¢ Jo aouepeq [eury e Surpnput ‘predal sem uoyiut o¢/ ¢ pue Kujioe)
1pa1 Guia[oass voIIq CZ'1$ 2} UO UMOP UMEBIP SEM UOT[[IW QT [$ ‘0007 Suun(

"adue[eq Julureurar oyl

puily 01 puLy U0 Ysed PIsn pue sII0U PIIEUIPIOYNS JOIUDS JO UOI[TW ()] /§ Pansst
‘woniq €' 1¢$ Apreuwnxoidde jo 2oud sseyoind (2101 ¥ 10§ D03 UOWUIOD INO JO
s21eys uoKIw ¢ 9§ Jo 1okl a1eand ayr parardurod ‘sanjoey UP2ID I01UIS
MaU INO JDpuUn UOIIq [7'H$ Pamorioq am ‘uorsmbor sFesipy oY1 puny 01 19pIo
uy “sasodind s1esodioo jesousd pue wonisinboe sBenpy a3 Yrm uonoouuos w
sasuadxa pue 5295 jo yuowided ‘puerny WO Pue IZEIA JO SSOUPINIIPUT UL
jo Bunueuyer ‘suondo ypois sFenyy jo s1opjoy pue siOpjoypIRYs el 01
stuswded 10] pasn aram SpUN 2S9Y [ "UOI[[iq 7'9% Aprewnxoidde srom uonsinboe
23 :2jdwos 01 popaou spun,g “ysed ul areys 19d [ 7§ PoAIRIAI SIIPJOYIES
adenpy Aqoroym uonisinboe oFeirpy aya paradwod am g0z ‘1€ L UQ

6661 T0F uoI[Iur 0Gzg Yum pasedwod |0pOz pue [07 YHoq 10§ UOK[IW HG/$ Sem
sonianoe unesado 4q papraoid ysery Apanoedsor ‘uoifrur gzz$ pue uol[iw GO7$ Jo
s1ua[eAtnba ysed pue yseo pRY am Q00T T QDA PUB (00T 1§ 9G] Jo sy

saoumosay yende)) pue Qipinbry




28

ongoing development projects, including capitalized interest. During 1999, $83
million was expended on MGM Grand Las Vegas master plan improvements,
which were completed in early 2000, and $162 million was expended on the
development of the MGM Grand Detroit interim casino.

In November 1997, MGM Grand Detroit, LLC (in which we hold a controlling
interest) was selected to be the developer of one of three permanent hotel-casino
complexes to be located in the City of Detroit. Development of the permanent
facility will not proceed until after acquisition by MGM Grand Detroit, LLC of
a permanent development site. The design, budget and schedule for development
of the permanent facility are at a preliminary stage, will be subjecr to the risks
attendant to large-scale projects and may be subject to additional costs and delays
beyond preliminary estimates. No assurance can be given that we will develop a
permanent hotel-casino in Detroit, or if we do, as to its ultimate size, configura-

tion or cost.

In January 1998, the City of Adantic City deeded to Mirage approximately 180
acres (120 acres of which are developable) at Renaissance Pointe in the Marina area
of Adanric Ciry. In exchange, Mirage agreed to develop a hotel-casino on the site and
perform certain other obligations. Mirage also entered into an agreement with two
New Jetsey State agencies for the construction and joint funding of road improvements
necessary to improve access to the Marina area. As called for by the agreement, in
QOctober 1997, Mirage deposited funds into escrow for its $110 million portion of
the $330 million road improvement project. The remainder of the project funding
was provided by the two State agencies. Groundbreaking on the road improvements
took place in November 1998, and they opened to the public on July 31, 2001.

In November 2000, a limited liability company owned 50-50 with Boyd Gaming
Corporation began construction of the Borgara, a 2,000-guest room hotel-casino
resort, on a 27-acre portion of the Renaissance Pointe site. Boyd is overseeing the

construction and will operate the resort upon completion. Construction is expected

to be completed in the summer of 2003 at a total budgeted cost, including land,
of approximately $1.06 billion. In December 2000, we contributed the 27 acres
of land and Boyd contributed $90 million in cash to the venture, and the venture
obtained a $630 million secured bank credit facility, which is non-recourse to
MGM MIRAGE, to fund the project costs. We and Boyd are each required 1o
contribute up to an additional $127 million in cash to the venture and Boyd is
required ro contribute any additional cash necessary to fund project costs in
excess of the agreed project budget. As of December 31, 2001, each partner had
made $55 million of such additional cash contributions to the veneure, including

contributions made by Mirage prior to the acquisition.

As required by our agreement with Boyd, we have designed and are developing
the common roads, landscaping and other master plan improvement for the
entire Renaissance Pointe site. As part of the agreement with the City, we are
required to remediate environmental contamination at the site, which was a
municipal landfill for many years. A substantial portion of the remediation work
has been completed. We are proceeding with the design and development of a
new wholly owned hotel-casino resort on the Renaissance Pointe site next ro the
Borgata. The project is in the preliminary design phase and no construction

budget or schedule has been developed.

We must apply for and receive numerous governmental permits and satisfy other
conditions before construction of a new resort on the Renaissance Pointe site
can begin. We cannot be certain of the ultimate construction schedule or cost of

construction of the Borgata or any other project on the Renaissance Pointe site.

On August 5, 1999, we announced a 12-month stock repurchase program for up to
10 million shares of our common stock. We purchased a total of 3.1 million shares at
an approximate cost of $66 million through February 2000. The repurchase program
was suspended as a result of the Mirage acquisition and subsequently expired.
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As of December 31 (In thousands, except share amounts) 2001

Assets

Current assets

Cash and cash equivalents. . ... .. $ 208,971
Accounts receivable, net ... ... .. 144,374
Inventories ... ... L 78,037
Income tax receivable .. ... ... ... ... . 12,077
Deferred INCOME 1AXES . . . . . . . o e 148,845
Prepaid expensesand other. . ... .. ... . .. . i 69,623
Tolal CUITENE @SSBES . . . .o o o e 661,927
Property and equipment, net 8,891,645

Other assets
Investment in unconsolidated affiliates . . . L 632,949

GOOAWIll, P . . oo e 103,059
Deposits and other assets, ML . . . . . ... e 207,863
Total otherassets. ... ... ... ... ... ... e 943,871
$10,497,443
Liabilities and Stockholders’ Equity
Current liabilities
ACCOUNMS DAYADIE . . . $ 75,787
Current portion of long-termdebt . . ... .. ... e 168,079
Accrued interest on long-term debt. . .. . 78,938
Other accrued Habilities . . . . .. . 565,106
Total current liabi 887,910
Deferred income taxes 1,746,272
Long-term debt. . . ... . 5,295,313
Other long-term obligations . . ... ... ... PP 57,248
Commitments and contingencies
Stockholders’ equity
Common stock, $.01 par value: authorized 300,000,000 shares, issued 163,685,876
and 163,189,205 shares; outstanding 157,396,176 and 159,130,205 Shar€S . . . . ..o .ottt i e e 1,637
Capital In excess of par ValUe . . ... L i 2,049,841
Treasury stock, at cost (6,289,700 and 4,059,000 shares) . .. .. ... ... L e (129,399)
Retained €arMINGS . . . L o s 597,771
Other comprehensive 1055 . . . . oL e (3,150}
Total stockhOIdErs” BQUIY . . . . . . L e 2,510,700
$10,497,443
The accompanying notes are an integral pars of these ¢ lidated financial 5 M R

2000

$ 227968
236,650
86,279
11,264
162,934
70,549
795,644

9,064,233

521,807
54,281
298,636

— 874724
$10,734 601

$ 65317
521,308
77,738
568,842
1,233,205

1,730,158
5,348,320
40,473

1,632
2,041,820
(83,683)
427,956
(5,280)
2,382,445
$10,734,601
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NOTE 1 — Organization

MGM MIRAGE (the “Company”), formerly known as MGM Grand, Inc., is a
Delaware corporation, incorporated on January 29, 1986. As of December 31,
2001, approximately 52% of the outstanding shares of the Company’s common

stock were owned by Tracinda Corporation, a Nevada corporation wholly owned

by Kirk Kerkorian.

On May 31, 2000, the Company completed the acquisition (the “Mirage
Acquisition”) of Mirage Resorts, Incorporated ("Mirage”) (see Note 3). Mirage,
through wholly owned subsidiaries, owns and operates the following hotel,
casino and entertainment resorts: Bellagio, a European-style luxury resort; The
Mirage, a tropically-themed destination resort; Treasure Island at The Mirage, a
Caribbean-themed hotel and casino resort; and the Boardwalk Hotel and Casino,
all of which are located on the Las Vegas Strip. Mirage owns a 50% interest in
the joint venture that owns and operates the Monte Carlo Resort & Casino, a
palatial-style hotel and casino also located on the Las Vegas Strip. Mirage owns and
operates Shadow Creek, an exclusive world-class golf course located approximarely
ten miles north of its Las Vegas Strip properties. Mirage also owns and operates
the Golden Nugget, a hotel and casino in downtown Las Vegas, the Golden
Nugget-Laughlin, located in Laughlin, Nevada, and Beau Rivage, a beachfront

resort locared in Biloxi, Mississippi.

Through wholly owned subsidiaries, the Company owns and operates the

MGM Grand Hotel and Casino (*“MGM Grand Las Vegas™), a hotel, casino and
entertainment complex, and New York-New York Hotel and Casino, a destination
resort, both located on the Las Vegas Strip. The Company, through wholly
owned subsidiaries, also owns and operates three resorts located in Primm,
Nevada at the California/Nevada state line: Whiskey Pete’s, Buffalo Bill's and

the Primm Valley Resort (the “Primm Properties™), as well as two champtonship
golf courses located near the Primm Properties. Prior to March 1, 1999, the
Company was a 50% owner of New York-New York. The remaining 50%

interest, along with the Primm Properrties and the nearby golf courses, were
acquired via the acquisition of Primadonna Resorts, Inc. on March 1, 1999

(the “Primadonna Acquisition”) (sec Note 3).

The Company, through its wholly owned subsidiary, MGM Grand Detroit, Inc.,
and its Jocal pariners formed MGM Grand Detroit, LLC, to develop a hotel,
casino and entertainment complex in Detroit, Michigan. On July 29, 1999,
MGM Grand Detroit, LLC commenced gaming operations in an interim facility
located directly off of the John C. Lodge Expressway in downtown Detroi.

A limited liability company owned 50-50 with Boyd Gaming Corporation is
developing the Borgata, a hotel and casino resort on 27 acres atr Renaissance
Pointe, located in the Marina area of Atlantic City, New Jersey. The Company
also owns approximately 95 acres adjacent to the Borgata site which is available

for future development.

Through its wholly owned subsidiary, MGM Grand Australia Pty Lid., the
Company owns and operates the MGM Grand Hotel and Casino in Darwin,
Australia (“MGM Grand Australia”), which is located on 18 acres of beachfront

property on the north central coast of Australia.

Through its wholly owned subsidiary, MGM Grand South Africa, Inc., the
Company manages three permanent casinos and one intetim casino in the Republic
of South Africa. The Company receives management fees from its partner, Tsogo
Sun Gaming & Entertainment, which is responsible for providing all project
costs. The Company has entered into an agreement to sell its operations in South
Africa. The transaction, which is subject to regulatory approval, is expected 1o be

completed in the second quarter of 2002.
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Casino revenues and promotional allowances. Casino revenue is the aggregate net
difference between gaming wins and losses. The retail value of accommodations,
food and beverage, and other services furnished to hotel-casino guests without
charge is included in gross revenue and then deducted as promotional allowances.
The estimated cost of providing such promotional allowances was primarily
included in casino expenses as follows:

2001

<mm‘~ m:amm Ummmaumﬂ 31 (in thousands) wooo, Gwov
ROOMS. ..o $ 66702 § 40316 § 18627
Food and beverage. . .. ... ... ... ... .. 187,477 124,750 42,681
Other .. ... ... . ... ... .. ... 19,203 22,516 11,701

$ 273,382 $ 187612 $ 73,009

Currency translation. The Company accounts for currency translation in
accordance with Statement of Financial Accounting Standards No. 52, “Foreign
Currency Translation.” The Australian results of operations and the balance sheet
are translated from Australian dollars to U.S. dollars. Balance sheet accounts are
translated at the exchange rate in effect at each year-end. Income statement
accounts are translated at the average rate of exchange prevailing during the year.
Translation adjustments resultng from this process are charged or credited to

other comprehensive income (loss).

Capitalized interest. The interest cost associated with major development
and construction projects is capitalized and included in the cost of the project.
When no debt is incurred specifically for a project, interest is capitalized on
amounts expended on the project using the weighted-average cost of the
Company’s outstanding borrowings. Capirtalization of interest ceases when the

project is substantially complete or development acrivity is suspended for more

than a brief period.

Corporate expense. Corporate expense represents unallocated payroll and aircraft
costs, professional fees and various other expenses not directly related to the
Company’s hotel-casino operations. In addition, corporate expense includes the
costs associated with the Company’s evaluation and pursuit of new business
opportunities, which are expensed as incurred until development of a specific

project has become relatively certain.

Adpvertising. The Company expenses advertising costs the first time the advertising
takes place. Advertising expense included in general and administrative expenses was

$47 million, $41 million and $29 million for 2001, 2000 and 1999, respectively.

Preopening expense. Effective January 1, 1999, the Company adopted
Statement of Position 98-5 (“SOP 98-57), “Reporting on the Costs of Start-up
Activities.” SOP 98-5 requires that all companies expense costs of start-up
activities as those costs are incurred. The term “start-up” includes preopening,
pre-operating and organization activities. As a result of the adoption of SOP
98-5, in 1999 the Company recognized a cumulative effect of the accounting
change (net of tax) of $8 million, relating principally to its development

project in Detroit.

Related parties. The Company’s related party transactions generally fall into

the following categories:

> Payment of license fees to an entity affiliated through common ownership
> Payment of professional fees to firms affiliated with certain of our direcrors
> Payment to certain directors for consulting services outside of the scope

of their duties as directors

> Rental of aircraft from entities affiliated through common ownership.

Such transactions aggregated $3 million in 2001, $7 million in 2000 and
$2 million in 1999, and included aggregate payments of $5 million for legal fees
and $2 million for license fees.
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The following unaudited pro forma consolidated financial information for the NOTE 4 — Accounts Receivable, Net

Company has been prepared assuming both the Primadonna Acquisition and Accounts receivable consisted of the following:

Mirage Acquisition had occurred on January 1, 1999:

C 2000 2000

At Dmmmawm— 31 :‘: ?o:wm:\Q‘mv
(In thousands, except per share amounts) Casino. . ... .. o ) .. .......... o ‘ . m H‘mwh‘wb‘ $ m‘w‘wwwmm
«mmﬂ m:mma _uwom_scmq 31 ‘ . 2000 1999 Hotel ............... O 41,408 57,102
Net Revenues. . .. .- .. ............ L L $4,162,325  § 3770353 Other ... ... R 16,504 23,556
Operating INCOME. . .. ..ot $ 711,368 $ 538,536 247,346 320,040
Income before Extraordinary Item and Cumulative Less: Aliowance for doubtful accounts .. ... .. ... ... .. (102,972) (83,390)
Effect of Change in Accounting Principle . .. ... ... ... $ 190,380 $ 109,987 $ 144,374 $ 236,650
NetIncome .. ... .. $ 184,964 $ 70,343
NOTE 5 — Property and Equipment, Net
Basic Earnings per Share Property and equipment consisted of the following:
Income before Extraordinary ltem and Cumulative
Effect of Change in Accounting Principle . .. ... ... $ 1.20 $ 0.66 At _umnmacmm 31 (in thousands) o o B Nocu o mmvoo .
Netlncome .. $ 116 § 042 tand ... R . $4116008 §$ 4208653
Weighted Average Basic Shares Outstanding 158,932 165,590 Buildings and improvements .. ... ... Lo 3,740,468 3,628,126
Equipment, furniture, fixtures and leasehold improvements . . . 1,770,270 1,654,154
Dituted Earnings per Share Equipment under capital lease. . . ... ... oL 4,994 26,256
Income before Extraordinary item and Cumulative Construction in progress . ... ... oL 261,635 191,443
Effect of Change in Accounting Principle . .. ... ... ... $ 1.18 % 0.65 9,893,375 9,708,632
Netlncome .. ... ... .. ... ... ... ... $ 1.15 $ 041 Less accumulated depreciation and amortization . ... ... ... (1,001,730) {644,399)
Weighted Average Diluted Shares Quistanding .. ... .. .. . 161,533 169,769 $ 8,891,645 $ 9,064,233
This unaudited pro forma consolidated financial information is not necessarily NOTE 6 — Other Accrued Liabilities
indicative of what the Company’s actual results would have been had the Other accrued liabilities consisted of the following:
acquisitions been completed on January 1, 1999, or of future results.
At Dmnmacma 31 (In Eo:mmza‘mv S N.Om:.\ o mooo
Accrued salaries and refated . $ 176494 § 146030
Casino frontmoney. .. . .. ... .. 63,421 76,706
Casino chip liability. . .. .......... ... ... .. L 53,201 56,639
Other lia 271,990 289,467

$ 565,106 $ 568,842
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from this offering were used to repay a portion of the then outstanding borrowings
under Mirage’s senior credit facility. On September 15, 2000, the Company issued
under the shelf registration statement $850 million of senior notes, which carry a
coupon of 8.50% and are due on September 15, 2010. These senior notes contain
covenants consistent with the Company’s other senior notes. On January 23, 2001,
the Company issued under the shelf registration statement $400 million of
senior subordinated notes, which carry a coupon of 8.375% and are due on
February 1, 2011. These sentor subordinated notes contain covenants consistent
with the Company’s other senior subordinated notes. Proceeds from the Seprember
2000 and January 2001 offerings were used to repay a portion of the $1.3 billion
Term Loan as discussed above. Remaining capacity under the shelf registration
statement after issuance of these notes is $790 million. Any future public offering
of securities under the shelf registration statement will only be made by means of

a WHOmTﬂhn:w m:mu—iﬂ_.:ndﬂ.

The Company established a commercial paper program during 2001 thar provides
for the issuance, on a revolving basis, of up o $500 million outstanding principal
amount of uncollateralized short-term notes. The Company is required to mainrain
credit availability under its revolving credir faciliry equal to the outstanding principal
amount of commercial paper borrowings. No commercial paper borrowings were

outstanding at December 31, 2001.

In connection with the Mirage Acquisition, all of the outstanding Mirage senior
notes and debentures became obligations of the Company. The notes and debentures
are in various tranches as follows: (1) $200 million 6.625% senior notes due
Eebruary 2005; (2) $250 million 7.25% senior notes due October 2006; (3)
$200 million 6.75% senior notes due August 2007; (4) $200 million 6.75%
sentor notes due February 2008; and (5) $100 million 7.25% senior debentures
due August 2017 (collectively, the “Mirage Notes”). The Mirage Notes as well as
the Company’s other senior notes are pari passu with the Senior Facilities and

contain various restrictive covenants, in general similar to the Senior Facilities.

The Company and each of its material subsidiaries, including Mirage but
excluding MGM Grand Detroit, LLC, are directly liable for or unconditionally
guarantee the Senior Facilities, the senior notes, the Mirage Notes and the senior
subordinated notes. MGM Grand Detroit, LLC is a guarantor under the Senior
Faciliries, bur only to the extent thar the proceeds of borrowings under such facilities
are made available to MGM Grand Detroit, LLC. As of December 31, 2001,

the Company was in compliance with all covenant provisions associated with

the aforementioned obligations.

During January 2002, Moody’s Investors Service lowered its rating on the Company’s
senior notes to one level below nvestment grade. As a resulr, substantially all of
the Company’s assets other than assets of its foreign subsidiaries and certain assets
in use at MGM Grand Detroit have been pledged as collateral for the Company’s

senior notes and the Senior Facilities.

The Company attemps to limit its exposure to interest rate risk by managing the
mix of its long-term fixed rate borrowings and short-term borrowings under its bank
credit facilities and commercial paper program. Since the Mirage Acquisition was
completed on May 31, 2000, the Company has issued $1.25 billion of long-term
fixed rate debt and reduced outstanding bank credit facility borrowings by $2.20
billion. As a result, as of December 31, 2001, long-term fixed rate borrowings
represented approximately 61% of the Company’s rotal borrowings. During June
2001, the Company entered into interest rate swap agreements designated as fair
value hedges of irs $500 million of fixed rate debt due in 2005. During September
and October 2001, those swap agreements were terminated and replaced by new
agreements designated as fair value hedges of $550 million of fixed rate debt due
n 2005 and 2006. Under the terms of these agreements, the Company makes
payments based on specified spreads over six-month LIBOR, and receives payments
equal to the interest payments due on the fixed rate debt. Giving effect to these
agreements, the Company’s fixed rate and floating rate borrowings represent

approximately 51% and 49%, respectively, of total borrowings.
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The current and long-term obligations under capital leases are included in the
“Other accrued liabilities” and “Other long-term obligations” captions, respecrively,

in the accompanying consolidated balance sheers.

Rental expense for operating leases was $24 million, $18 million and $9 million
for the years ended December 31, 2001, 2000 and 1999, respectively.

Litigation. The Company is a party to various legal proceedings, most of which
relate to routine matters incidental to its business. Management does not believe
that the outcome of such proceedings will have a material adverse effect on the

Company’s financial position or results of operations.

NOTE 9— Stockholders’ Equity
On March 1, 1999, the Company issued approximartely 19 million shares of its
common stock valued at approximately $244 million in connection with the

Primadonna Acquisition.

On June 10, 1999, the Company announced a $25.00 per share tender offer
for up to 12 million shares of its common stock. The offer commenced on
June 17, 1999 and expired on July 23, 1999. Based upon the final results, 30.2
million shares of the Company’s common stock were tendered, and accordingly,
the shares were prorated. The total acquisition cost of the 12 million shares was
approximately $282 million. The Company recognized certain non-recurring
compensation costs totaling approximately $19 million related to exercisable

options that were tendered.

On August 5, 1999, the Company announced a 12-month stock repurchase
program for up to 10 million shares of its common stock. The Company
T:nnrmmnm_ a rotal of 3.1 million shares for an approximate cost of $66 million
through February 2000. The repurchase program was suspended as a result of
the Mirage Acquisition and subsequently expired.

On December 13, 1999, the Board of Directors approved a two-for-one split

of the Company’s common stock and declared an initial quarterly cash dividend
of $0.10 per share, after giving effect to the stock split. The additional shares were
distributed on February 25, 2000 to stockholders of record on February 10, 2000.
All references to share and per share data herein have been adjusted retroactively
to give effect to the stock split. Concurrently, the Board of Directors increased the
number of authorized shares of the Company’s common stock from 75 million
shares to 300 million shares. As a result of the Mirage Acquisition, the Company
announced on April 19, 2000 the discontinuance of the quarterly dividend policy.

On April 18, 2000, the Company completed a private placement of 46.5 million
shares of its common stock for a total purchase price of $1.23 billion. On May 18,
2000, as required by the private placement agreement, the Company filed a shelf
registration statement to register the resale of these shares. Tracinda Corporation

purchased 23 million shares in the private placement.

On August 29, 2001, the Company announced a stock repurchase program for
up to 10 million shares of its common stock. The Company purchased a total of
2.2 million shares ar a total cost of $46 million through December 31, 2001.

NOTE 10 — Stock Option Plans

The Company has adopted nonqualified stock option plans and incentive stock
option plans which provide for the granting of stock options to eligible directors,
officers and employees. The plans are administered by the Compensation and
Stock Option Committee of the Board of Directors. Salaried officers, directors
and other key employees of the Company and its subsidiaries are eligible to
receive options. The exercise price in each instance is 100% of the fair market
value of the Company’s common stock on the date of grant. The options

have 10-year terms and in most cases are exercisable in either four or five equal

annual installments.
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The fair value of each option grant was estimared on the date of grant using the
Black-Scholes option-pricing modelt with the following weighted-average assumptions
used for grants in 2001, 2000 and 1999, respectively: risk-free interest rates of
4% in 2001 and 6% in 2000 and 1999; no expected dividend yields for the years
presented; expected lives of 5, 5 and 8 years, respectively; and expecred volarility of
40%, 38% and 36%, respectively. The estimated weighted average fair value of options
granted in 2001, 2000 and 1999 was $12.23, $13.25 and $11.15, respectively.

NOTE 11 — Employee Benefit Plans

Employees of the Company who are members of various unions are covered by
union-sponsored, collectively bargained, multi-employer health and welfare and
defined benefit pension plans. The Company recorded an expense of $65 million
in 2001, $38 million in 2000 and $5 million in 1999 under such plans. The
plans” sponsors have not provided sufficient information to permit the Company

to determine its share of unfunded vested benefits, if any.

The Company is self-insured for most health care benefits for its non-union
employees. The liability for claims filed and estimates of claims incurred but not
reported is included in the “Other accrued liabilities” caption in the accompanying

consolidated balance sheets.

‘The Company has a retirement savings plan under Section 401(k) of the Internal
Revenue Code covering its non-union employees. The plans allow employees o
defer, within prescribed limits, up to 20% (15% prior to August 1, 2001) of their
income on a pre-tax basis through contributions to the plans. The Company
matches, within prescribed limits, a portion of eligible employees’ contributions.
The Company recorded charges for matching contributions of $15 million in

2001, $12 million in 2000 and $6 million in 1999.

The Company has maintained an employee stock purchase plan. The plan pro-
vided eligible employees the opportunity to purchase shares of the Company’s
common stock via payroll deductions. The price for each share of common stock

was the weighred average price paid for all the shares purchased by the plan

administrator on behalf of the participating employees on the last trading day of
each month. The Company paid the adminiscrative costs of the plan. The plan

was discontinued effective February 4, 2002.

The Company and MGM Grand Las Vegas maintain a nonqualified deferred
retirement plan for certain key employees. The plan allows participants to defer,
on a pre-tax basis, a portion of their salary and bonus and accumulate tax deferred
earnings, plus investment earnings on the deferred balances, as a retirement
fund. All deferred amounts vest immediately. There are no employer matching

contributions made under this plan.

The Company implemented a second nonqualified deferred retirement plan
eftecrive January 1, 2001 for certain key employees. The plan allows participants
to defer, on a pre-tax basis, a portion of their salary and bonus and accumulate
tax deferred earnings, plus investment earnings on the deferred balances, as a
retirement fund. ww_.:nm?::m receive a ﬁc:%wsx match of up to 4% of mm_m_.va
net of any Company match received under the Company’s 401(k) plan. All
employee deferrals vest immediately. The Company marching contributions vest
ratably over a three-year period. The Company recorded charges for matching
contributions of $1 million in 2001.

The Company implemented a supplemental executive retirement plan (the
“SERP?) effective January 1, 2001 for certain key employees. The SERP is a
nonqualified plan under which the Company makes quarterly contributions
which are intended to provide a retirement benefit that is a fixed percentage of a
participant’s estimated final five-year average annual salary, up to a maximum of
65%. Company contriburions and invesrment earnings on the contributions are
tax-deferred and accumulare as a retirement fund. Employees do not make
contributions under this plan. A portion of the Company conrriburions and
investment earnings thereon vests after three years of SERP participation and
the remaining portion vests after both five years of SERP participation and

10 years of continuous service. The Company recorded expense of $4 million
under this plan in 2001.
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For state tax purposes, the Company has a New Jersey net operating loss
carryforward of $101 million, which equates 1o a $6 million deferred rax asset,

after federal rax effect. The New Jersey net operating losses will begin to expire
in 2002 if not utilized.

Undistributed earnings of the Company’s foreign subsidiaries amounted to $13
million at December 31, 2001. Those carnings are considered to be indefinitely
reinvested in the operations of the foreign subsidiaries and, accordingly, no
provision for U.S. federal or state income taxes has been provided thereon in

accordance with APB Opinion 23.

NOTE 13 — Investments in Unconsolidated Affiliates
The Company has investments in unconsolidated affiliates that are accounted
for under the equity method. These investments were acquired in the Mirage
Acquisition and were recorded at their estimated fair value at the date of
acquisition. This value exceeded the Company’s share of the net assets of the
unconsolidated affiliates by approximately $361 million. Substanrially all of this
difference relates to the excess of the fair value of land owned by the affiliates
over its carrying value on the books of the affiliates. Under the equity method,
carrying value is adjusted by the Company’s share of earnings, losses and
distributions of these companies. The investment balance also includes interest
capitalized during construction. Investments in unconsolidated affiliates consist
of the following:
Z Dm‘nm‘:‘&ma ww ‘:m thousands) ‘ -
Victoria nm::mqm, GQNV -
{Monte Carlo, Las Vegas, Nevada). . ... ... ... .. _ . $ 383,218 $ 384,773
Marina District Development Company (50%)
(The Borgata, Atlantic City, New Jersey,
a development-stage enterprise) . .. ... .. ... ... 249,731 137,034

$ 632,949 $ 521,807

Summarized balance sheet information of the unconsolidated affiliates at

December 31, 2001 and 2000 is as follows:

(In thousands)

.mog 2000
Current mmmm\nm ................................... $ . wo_QWm‘ $ 107,590
Property and other assets, net. . .......... .. .. ... e 627,089 447 969
Current liahilities. . ... .. .. ... ... ... ... ... S 66,628 31,273
Long-term debt and other liabilities . . ... ... ... . .. ... 90,230 87,000
Bquity .o 500,987 437,286

Summarized results of operations of the unconsolidated affiliates for the years
ended December 31, 2001 and 2000 are as follows:

(In thousands) ‘ - ‘ ‘Noou : 2000
ReOVENUES. . . . . $ Nmm,mma ) kS ww@mwm
EXPENSES . . . . S 190,488 201,412
Operatingincome . ... ... ... ... ... . o 65,376 75,146
Netincome ....... ... ... ... ... ... ... .. ... 64,161 69,260

NOTE 14 — Restructuring Costs

During the first quarter of 2000, management initiated and completed a restructuring
plan designed to consolidate certain general and administrative functions at New
York-New York and MGM Grand Las Vegas. This restructuring resulted in a charge
against earnings in the first quarter of 2000 totaling $5 million. Approximately

70 people were affected by the reductions, primarily at the Company’s operating
properties (excluding the Mirage properties).

In connection with the Mirage Acquisition, management initiated a comprehensive
restructuring plan designed to reduce costs and improve efficiencies of the combined
operations of the Company. This restructuring resulted in a charge against earnings in

the second quarter of 2000 totaling $18 million, primarily related to the accrual of
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NOTE 16 — Consolidating Condensed Financial Information
The Company’s subsidiaries (excluding MGM Grand Detroit, LLC and certain minor subsidiaries) have fully and unconditionally guaranteed, on a joint and several
basis, payment of the Senior Facilities, the senior notes, the Mirage Notes, and the senior subordinared notes. Separate condensed financial statement information for

the subsidiary guarantors and non-guarantors as of December 31, 2001 and 2000 and for the years ended December 31, 2001, 2000 and 1999 is as follows:

As of and for the Year ended December 31 (In thousands) 2001 2000

Guarantor Non-Guarantor Guarantor Non-Guarantor
Balance Sheet Parent  Subsidiaries  Subsidiaries Elimination  Consolidated Parent Subsidiaries Subsidiaries Elimination ~ Consolidated
Currentassels . ... ... ... $ 19613 $ 469,078 $ 65423 $ 107,813 § 661,927 $ 135645 $ 680,020 $ 67,237 $ (87,258) $ 795644
Property and equipment, net . ... ... ... L 11,616 8,715,875 176,126 (11,972) 8,891,645 12,459 8,892,985 170,761 (11,972) 9,064,233
fnvestment in subsidiaries. .. .. ... oo L 7,128,853 126,895 — (7,255,748) — 6,568,338 66,355 — (6,634,693) —
Investment in unconsolidated affiates. . .. ....... ... . 127,902 847,212 — (342,165) 632,949 127,902 736,070 — (342,165) 521,807
Intercompany note receivable . . . .. ... .. 94,124 {94,124) — — — 762,209 (762,209) — — —
Other non-currentassets ... ..... .. ... ... .. .... 46,315 237,685 26,922 — 310,922 - 53,903 269,163 29,851 — 352,917

$ 7,428,423 310,302,621 $ 268,471 $(7,502,072) $10497443 § 766045 $ 9882384 $ 267849 $ (7076,088) $ 10,734,601

Current liabilities . . .. ...

$ 311,389 $ 721976 $ 45032 ¢ (190,487) $ 887910 - $ 747026 $ 788396 & 71,181 $ (373,398) $ 1,233,205

Deferred income taxes . . . .. N 155,481 1,486,849 2,761 97,181 1,746,272 98,368 1,521,304 3,949 106,537 1,730,158
tong-termdebt . ... ... Lo o 4,441,352 842,793 11,168 — 5,295,313 4,432,617 831,903 83,800 — 5,348,320
QOther non-current liabilities. ... ... .. .. ... ... .. ... 5,501 51,153 594 — 57,248 — 38,775 698 — 40,473
Stockholders' equity . . ... ..o 2,510,700 7,199,850 208,916 {7,408,766) 2,510,700 2,382,445 6,701,006 108,221 (6,809,227) 2,382,445

$ 7,428,423 $10,302,621 $ 268,471 $(7502,072) $10497443 $ 7660456 $ 9882384 § 267849 $ (7,076088) $ 10734601

Statement of Operations

Netrevenues. . ... ... .......... ... . c...... $ — $3613,231 $ 396,387 % — $ 4,009618 § — $ 2,668,427 $ 436061 $ — $ 3105488
Equity in subsidiaries earnings .. ... .. ... ... L. 559,172 92,007 — (651,179) — 525,352 89,832 — (615,184) —
Expenses:
Casino and hotel operations .. ... ...... ... .. e — 2,019,578 187,763 - 2,207,341 — 1,427,540 200,792 — 1,628,332
Provision for doubtful accounts. . ... ... ... ... . — 70,484 760 — 71,244 — 40,499 1,517 — 42,016
General and administrative. . ... ... ... ... — 552,300 45,599 _ 597,899 — 381,611 56,471 —_ 438,082
Depreciation and amortization .. ... .. . ... .. . 1,079 361,424 28,223 — 390,726 1,046 256,329 36,164 (358) 293,181
Preopening expenses and other non-recurring expenses — 5,006 100 — 5,106 — 3,258 2,366 — 5,624
Restructuringcosts ... ... . L. — 23,749 (28) — 23,721 159 21,515 1.845 — 23,519
Write-downs and impairments . . ... . R — 47,720 235 — 47,955 26,444 72,058 3,723 — 102,225
Corporate expense. . . .................. . ..... 10,073 27,651 — — 37,724 26,272 8,521 — — 34,793
11,152 3,107,912 262,652 - 3,381,716 53,921 2,211,331 302,878 (358) 2,567,772
Operatingincome. . .. ....................... ... 548,020 597,326 133,735 (651,179) 627,902 471,431 547,928 133,183 (614,826) 537,716
Interest expense, net (286,231) (40,759) (18,752) — (345,742) (200,286) (33,800) (27,849) — (261,935)
Other, net . ........... R 297 (4,748) (120) — (4,571) 287 (1,028) — — (741)
Income before income taxes and extraordinary ilem . . . . . 262,086 551,819 114,863 (651,179) 277,589 271,432 513,100 105,334 (614,826) 275,040
Provision for income taxes ........... ... ... ... ... (91,493) (2,713) (12,790} - (106,996) (105,272) (139) (3,469) — (108,880)
Income before extraordinary item . .. .. ... . ... .. 170,593 549,106 102,073 (651,179) 170,593 166,160 512,961 101,865 (614,826) 166,160
Extraordinary item .. ... (778) — — — (778) (5,416} - — — (5,416)
Netincome .. ... ...l $ 169815 $ 549,106 $ 102,073 $ (651,179) $ 169,815 % 160,744 $ 512961 $ 101865 $ (614,826} $ 160,744

Statement of Cash Flows

Net cash provided by (used in} operating act $ (3129100 $ 979451 $ 123,180 $ 4,025 $ 793,746 $ (120,114) $ 661,274 $ 137954 $ 114924 $ 794,038
Net cash provided by (used in) investing ac S L (80) (314,219) (37,783) (123) (352,205) (5,004,606) (403,987) (25,803) (98,776) (5,533,172)
Zm~omm:cﬂo<_amac<?mma_::_:m:n,:mmnzs_mm wmm.mmw QuN.Ammv Qﬂ.nwwv Aw.wowv A&mo,mwmv wbm&;ww :wmpwmv C%N\_wv Cm.zmv Pma@mmo
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NOTE 17 — Selected Quarterly Financial Results (Unaudited)

Quarter

For the years ended December 31 (In thousands, except per share amounts) First mmnoza‘ ‘ ‘j:a\ i Fourth i ‘ ) ao‘a_
NOOH ) . ) - ) ) o o . ) - T CoT oo T -
Net revenues. .. .. $ 1,068,772 1051676 $ 092889 3 896281 C$ 4009618
Operating profit .. ... ... 246,792 226,328 69,433 123,073 665,626
Operating INCOME. . . . ...t e 235,968 215,953 61,025 114,956 627,902
Income {loss) before extraordinary item . .. ... ... .. FE 84,672 76,586 (14,353) 23,688 170,593
Nettncome (10SS). . . . ..o 83,894 76,586 (14,353) 23,688 169,815
Basic income (loss) per share

Income (loss) before extraordinary item. ... ... ... o o oo L $ 0.54 $ 0.48 $ (0.09) $ 0.15 3 1.07

Netincome (10SS) . . ..ot W\l 0.53 ﬂg $ (0.09) $ 015 $ 107
Dituted income {loss) per share - - -

Income {loss) before extraordinary tem. .. ... .o oo % 0.53 $ 0.47 $ (0.09) $ 0.15 $ 1.06

Net income (I05S) . . .. ..o $ 0.52 $ 0.47 $ (0.09) $ 015 $ wmmw
2000 ) - ‘ S S
Net revenues. .. ... .. I I L% 423282 $ 603,513 $ 101869 $1,020997 $ 3,105,488
Operating profit .. - . ... 98,021 18,309 236,772 219,407 572,509
Operating income 92,442 11,202 224,823 209,249 537,716
income (loss) before extraordinary item 44,305 (18,261) 72,114 68,002 166,160
Netincome (I0SS). . . . .. . . e 44 305 (18,994) 67,431 68,002 160,744
Basic income (loss) per share

Income (loss) before extraordinary tem. . ... ... .. ... $ 0.39 $ (0.13) $ 0.45 $ 0.43 $ 1.15

Netincome (10SS) . .. oo o W\xlﬁ@ $ 01 $ 0.42 $ 0.43 $ 1.11
Diluted income (loss) per share

Income (loss) before extraordinary item. .. ... ... ... L L. $ 0.38 $ (0.13) $ 0.45 $ 0.42 $ 1.13

Net income {(I05S) . . .o oo % 0.38 $ (0.13) $ 042 $ 0.42 $ MMw»

Because income (10ss) per share amounts are calculated using the weighted average number of cominon and dilutive common equivalent shares outstanding during each quarter, the sum of the per share amounts for the
four quarters may not equal the tolal income per share amounts for the year.
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Directors

J. Terrence Lanni
Director/Officer
Chairman & Chief Execulive Officer

Daniel M. Wade
Director
Vice Chairman

John T. Redmond
Director/Officer

President & Chief Executive Officer,
MGM Grand Resorts, LLC

 Robert H. Baldwin
Director/Officer

President & Chief Executive Officer,
Mirage Resorts, Incorporated

James J. Murren
Director/Officer
i President & Chiel Financiat
Ofticer/Treasurer

i Corporate Directory

: MGM MIRAGE
3600 Las Vegas Bivd South
¢ Las Vegas, NV 89109

" 1-702-693-7120

' www.mgmimirage.com

Bellagio
3600 Las Vegas Bivd Soulh
Las Vegas, NV 83109
1-702-693-7111
Reservations
1-702-693-7444
¢ 1-838-987-3456
www.bellagiolasvegas.com

Gary N. Jacobs
Director/Officer

Executive Vice President,
General Counsel and Secretary

James D. Aljian
Director
Executive, Tracinda Corp.

Fred Benninger
Director
Executive, Tracinda Corp.

Terry N. Christensen
Director

Partner, Christensen, Mitler,
Fink, Jacobs, Glaser, Weit &
Shapiro, LLP

Glenn A. Cramer
Director

Former Chairman,
Transamerica A

es, Retired

MGM Grand Las Vegas
3799 Las Vegas Bivd South

Las Vegas, NV 89109
1-702-891-1111

Reservations

1-702-891-7777
1-800-929-1111

{Outside Nevada)
www.mgmgrand.com

The Mirage

3400 Las Vegas Bivd South
Las Vegas, NV 89109
1-702-791-7111
Reservations
1-702-791-7444
1-800-627-6667
www.lhemirage.com

Willie D. Davis
Director

President and Director,
All-Pro Broadcasting, Inc

Alexander M. Haig, Jr.
Director
Chairman, Worldwide Associates, Ine

Alexis M. Herman
Director
President, Alexis M. Herman, LLC

Kirk Kerkorian

Director

President & Chief Executive Officer,
Tracinda Corp.

George J. Mason
Director

Scnior Managing Director,
Bear Stearns & Co., Inc.

Ronald M. Popeil
Director
Chief Executive Officer, RONCO, inc.

Treasure Island
3300 Las Vegas Bivd South
Las Vegas, NV 89109
1-702-894-7111
Reservatons
1-702-894-7444
1-800-944-7444
www.treasureisland.com

New York-New York
Hotel & Casino
3790 Las Vegas Bivd South
Las Vegas, NV 89109
1-702-740-6969
Reservations
1-702-740-6900
1-800-693-6763

{Outside Nevada)
www.nynyhotelcasino.com

Walter M. Sharp

Director Omm CCrIs

President, "

Waller M. Sharp Co William J. Hornbuckle
Officer

Executive Vice President

Daniel B. /x\uv\mo= Marketing— President/Chief

Director Operating Offices, MGM MIRAGE
Principal, Online
Wayson Properties, Inc.

Alan Feldman

Officer

Melvin B. Wolzinger
Director

General Partner,

W.W. investment Co.

Senior Vice President —
Public Affairs

Phyllis A. James
Officer

Senior Vice President and
Senior Counsel

Alex Yemenidjian
Director
Chairman & Chief Executive Officer,

Metro Goldwyn Mayer Inc. Cynthia Kiser Murphey

Officer

Senior Vice President — Human
Jerome B. York Resource
Director
Chatrman, President & Chief Glenn D. Bonner
Executive Officer, Officer

Vice President — Chief

Micro Warehouse, Inc. > N
Information Officer

Corporate Information

Primm Valley Resorts
PO Box 95997

Las Vegas, NV 89183
1-702-382-1212
Reservations

The Golden Nugget
Laughlin

2300 South Casino Drive
Laughlin, NV 89029
1-702-298-7111

1-800-FUN-STOP Reservations
1-800-386-7867 1-702.298-7222
www. primmvalleyresorts.com 1-800-950-7700

www gnlaughlin.com
The Golden Nugget
129 E. Fremont Street
Las Vegas, NV 89101
1-702-385-7111
Reservations
1-702-386-8121
1-800-634-3454
www.goldennugget.com

The Boardwalk
Hotel & Casino
3750 Las Vegas Blvd South
Las Vegas, NV 85109
1-702-735-2400
Reservations
1-800-635-4581

www. boardwalklv.com

Daniel J. D’Arrigo Punam Mathur

Officer Officer
Vice President — Finance Vice President — Corporate
Diversity and Community Affairs
Kyle Edwards
Officer Jennifer D. Michaels
Vice President — Security Officer
Vice President — Public Relations
James H. Fox
Officer Robert C. Selwood

Vice President — Internal Audit Officers

Vice President — Accounting
Anthony Gladney
Officer

Vice Prestdent — National
Diversity Relations

Richard Jones
Officer
Vice President -— Purchasing

Shelley A. Mansholt
Officer

Vice President — Corporate
Communicalions

Francine A. Vazquez
Officer
Assistant Secretary

Betry M. Wilson
Officer
Vice President — Tax

Bryan L. Wright
Officer

Vice President — Assistant
General Counsel and Assistant
Secretary

MGM Grand Detroit
1300 John C. Lodpe

Detroit, Ml 48226
1-313-393-7777
www.mgmgrand.com

MGM Grand Australia
Gilruth Avenue

Mindil Beach

Darwin Northern Territory

0801 Australia

International Number
011-61-8-89438888
www.mgmgrand.com.au

Beau Rivage
875 Beach Blvd
Biloxi, MS 39530
1-228-386-7111
1-888-750-7111
(Outside Mississippi)

Monte Carlo
3770 Las Vegas Bivd South
Las Vegas, NV 89109

Reservations 1-702-730-7777

1-888-595-2534 Reservations

www_beaurivage.com 1-702-730-7000
1-800-311-8999

www.monte-carlo.com
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